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DATE ISSUED: July 15, 2008 : REPORT NO: 08-118
ATTENTION: Council President and Members of the City Council,
City Council Meeting of July 28, 2008
SUBJECT: Proposition 218 Noticing for Proposed Water Rate Increase to Meet
New Rates Charged by the San Diego County Water Authority
REFERENCE:
REQUESTED ACTION:

¢ Authorize Proposition 218 Noticing of proposed water rate increase of 8.50% on the
..commodity fee charged per hundred cubic feet (HCF) of water usage for all customer
classes and a base fee increase of $0.20 per equivalent dwelling unit based upon meter
size as related to the increase in the wholesale cost of water purchased by the City from
the San Diego County Water Authority (CWA),

s Set a public hearing date for a City Council vote on the proposed water rate inciease for
September 22, 2008.

STAFF RECOMMENDATION:

e Approve Proposition 218 Noticing of proposed water rate increase of 8.50% on the
commodity fee charged per hundred cubic feet (HCF) of water usage for all customer
classes and a base fee increase of $0.20 per equivalent dwelling unit based upon meter
size as related to the increase in the wholesale cost of water purchased by the City from
the San Diego County Water Authority (CWA).

¢ Set a public hearing date for a City Council vote on (he proposed water rate increase for
September 22, 2008.

SUMMARY:

Proposition 218

On November 3, 1996, the voters of the State of California approved Proposition 218, the "Right
to Vote on Taxes Act." Proposition 218, effective July 1, 1997, added Articles X1IIC and XIIID
to the State Constitution, which contain a number of provisions affecting the ability of local
governments to levy and collect both existing and future taxes, assessments, fees and charges.
Article X1IID, section 6(a)(1) imposes noticing procedures for imposing a new or increasing an
existing property-related fee or charge. This initiative changed the way the public is notified of
proposed fee increases. For purposes of this proposal, it requires that notices be mailed to all
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property owners of record at least 45 days in advance of the date on which a proposed property
related fee increase may be adopted.

As of January 1, 2008, the California Legislature clarified the noticing and protest procedures
required under Proposition 218 by enacting Government Code Section 53755.

It is the intent of the Water Department to adhere to the City’s current Proposition 218 Notice
procedures enacted by the City Council in 2007 through Resolution R-302245, which meet all of
the legal requirements of Proposition 218 and the applicable sections of the Government Code.
The Water Deparment will mail notices (attached) on or before August 7, 2008 to property
owners of record and City of San Diego water bill customers, advising them of the adjustments
to the water fees and rates due to the increase in the wholesale cost of water and informing them
of the City Council hearing date for public comment. The City Council of San Diego will hold a
public hearing on September 22, 2008 to consider adoption of the proposed revisions to existing
water base fees and commodity charges. If adopted, the revisions under this proposal wili
become effective beginning January 1, 2009.

In addition, Section 67.0508 of the San Diego Municipal Code Section stipulates that water rates
may be automatically adjusted as necessary to proportionately compensate for any increase in the
wholesale cost of water purchased by the City of San Diego (“the City™). Notice of such
adjustment must be given to the Mayor and City Council by report and to the public by
publication in the City’s official newspaper on or before the thirtieth day prior to the effective
date of the adjustment.

Background

The City has managed and operated the water system since 1901 after purchasing the privately
owned San Diego Water and Telephone Company. Since then the system has been expanded to
supply approximately 270,000 accounts at the start of FY 2008, delivering approximately
230,000 acre-feet of water per year.

While the City has grown, local water sources have remained static. In general, approximately
10 percent of the City’s water supply is derived from local water sources. The balance of the
City’s water supply is purchased from the CWA. These purchases from the CWA include
treated water that is delivered to the City’s water distribution system and raw water that is
transported to the City’s water treatment plants. The City owns and operates three water
treatment plants with a combined current capacity of nearly 330 million gallons per day (MGD).
Thirty (30) treated water storage facilities within the water system ensure consistent delivery to
the 90 different pressure zones with the aid of 49 water pump stations.

Wholesale Water Rate Pass Through

San Diego mostly relies upon imported water from Northern California and the Colorado River.
The City currently purchases approximately 90 percent of its water from CWA, which in turn
purchases water from Metropolitan Water District of Southern California (Metropolitan). CWA
periodically increases the rates it charges the City for water. These increases are based on CWA
costs for infrastructure, operations, maintenance, and water purchases from Metropolitan. The
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increased costs are then passed through by CWA to the agencies that purchase water from CWA.,
These increased costs are known as “pass-throughs”.

On April 24, 2008, the CWA Board of Directors (“CWA Board™) adopted the 2008 Long Range
Financing Plan update, which included updates to CWA’s cost of water, capital improvement
program, and other economic assumptions which would affect water purchase rates being
charged to their participating agencies. On June 26, 2008, CW A staff made a presentation to the
CWA Board disclosing the need for a rate increase based on the additional infrastructure,
operations, maintenance, and water purchase costs. At that meeting the CWA Board approved
the rate increase recommendation (see attached report and ordinance from CWA). As a result, on
January 1, 2009, CWA will be increasing the rates for water purchases to all their participating
agencies, including the City of San Diego.

CWA pass-through rate increases were not part of the City’s 4-year, 6.5% annual water rate
increase approved by the City Council as part of the Water Department’s 4-year capital
improvement plan in February 2007 (Report to the City Council No. 07-039). When the 4-year,
6.5% annual increases were presented to the City Council, the Council was advised that the
proposed rate increases did not include any future CWA pass through increases as none were
finalized or approved by the CWA Board at the time. The Council was advised that it was the
intent of the Water Department to request authorization to notice any future pass-throughs, and
to apply any appropriate rate increases as they became approved by CWA.

Staff is recommending the adoption of the following water rate increases in order to maintain
cost/revenue neutrality and to maintain consistency with the City’s 4-year water rate plan
previously approved. This recommendation is consistent with Municipal Code Sectlon 67.0508.
The rate increases are subject to Proposition 218 noticing.

Current and Proposed Rates

Water rates are comprised of two components: the Base Fee and the Commodity Rate. The Base
Fee is based upon meter size and is used to recover the fixed charges associated with the water
system. The Commodity Rate recovers variable cost components of the water system based
upon water usage. The proposed base fee and commodity rate increases are presented below:

PROPOSED CWA PASS THROUGH INCREASES
BASE FEE (Based on Meter size) ,
. Anticipated Rate as of
Weter size Current Increase January 1, 2009

5/8 inch 5 16.32 3 0.20 $ 16.52

3/4 inch 3 16.32 $ 0.20 $ 16.52

1 Inch $ 23.86 3 0.34 $ 24.20

1.1/2 Inch $ 41.10 $ 0.66 $ 4176 |

2 Inch % 62.66 $ 1.08 $ 63.72

3 Inch $ 113.29 $ 2.00 $ 115.29

4 Inch $ 185.49 % 3.34 $ 188.83

6 Inch $ 364,36 $ 6.66 $ 371.02

8 Inch ) 579.86 $ 10.66 $ 590.52

10 Inch g 832.01 $ 15.34 $ 847.35

12 Inch $ 1,549.64 $ 28.66 $ 1,578.30
| 16 Inch § 2699.37 $ 50.00 $ 2,749.37




009268

The base fee for a Single Family Dwelling customer (typical meter size of less than 1 inch) w1ll
increase by $0.20 per month, from $16.32 to $16.52.

Increase in Base Fee

On June 26, 2008, the CWA Board voted to increase its meter-based Infrastructure Access
Charge (IAC). Based on multiplication factors established by CWA, each meter size is converted
into a number of household meter equivalents (Equivalent dwelling units) and rate increases are
applied accordingly. The table below represents the proposed “pass through™ monthly increases
to the base fee based upon meter size.

Increase in Water Commodity Charge

On June 26, 2008, the CWA Board voted to increase the rate and charges for the melded supply
charge for water, the transportation rate, the storage charge, and customer service charge. As all
of these charges are based on water deliveries or are the City’s portionate share of CWA’s total
cost to deliver water, these charges are recovered through the Water Department’s Commodity
charge. Definitions for these CWA charges are described in the attached CWA Report, dated
June 18, 2008. As a direct result of the increases in commodity related charges from CWA, the
Water Department will need to generate an additional 8.50% in revenue from the commodity fee
portion of the Water bill. A direct application of a 8.50% increase will be applied to all customer
classes and tiered consumption rates equally (see table below).

PROPOSED CWA PASS THROUGH INCREASES
COMMODITY FEE (Based on Meter size)
e Anticipated Rate as of
Customer Classification Current increase January 1, 2009

Single Family Dwelling

Tier 1 (First 7 HCF used) $2.505 $0.213 $2.718

Tier 2 (Second 7 HCF used) $2.717 $0.231 $2.948

Tier 3 (Usage above 14 HCF) $3.051 $0.259 $3.310
Muiti-family Dwelling $2.717 $0.231 $2.948
Commercial $2.606 $0.222 $2.828
Industrial ' $2.606 $0.222 $2.528
Irrigation $2.784 $0.237 $3.021
Temporary Construction $2.784 $0.237 $3.021

The commodity charge for a Single Family Dwelling customer with the usage of 14 HFC per
month will increase monthly by $3.11 [(7 HCF x $0.207 per HCF) + (7 HCF x $0.220 per
HCF)], from $36.56 to $39.67.

The following table outlines the overall monthly effect of the CWA increases to the base fee and
commodity charge for a typical Single Family Dwelling customer with the usage of 14 HFC per
month:
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EFFECT OF WATER RATE INCREASES ON
THE TYPICAL SINGLE FAMILY DWELLING MONTHLY BILL

(14 HCF usage)

Single Family Dwelling Current January 1, 2009
Base Fee
3/4 inch meter $ 16.32 $ 16.52
Commodity Fee”
Tier 1 {1-7 HCF) 17.54 19.03
Tier 2 {8-14 HCF) 19.02 20.64
Total $ 52.88 $ 56.19

*Assumes 7 HCF used per rate tier.

The new water fees and rates effective January 1, 2009 will raise the monthly bill of a Single
Family Dwelling customer using 14 HFC per month by approximately $3.31, to $56.19 per
month. This represents a 6.26% increase in the current water bill, which is §52.88 per month.

FISCAL CONSIDERATIONS:
Cost of noticing property-owners of record and customer base is approximately $230,000. This
cost will be assumed by the Water Department.

PREVIOUS COUNCIL and/or CQMMITTEE ACTION:
None.

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:
Proposition 218 notices will be issued upon approval of this action,

KEY STAKEHOLDERS AND PROJECTED IMPACTS:
Property owners of record and City of San Diego water customers will receive a notice of the
public hearing to take place on September 22, 2008,

X TS s
J.M. Burrett ~
Assistant Water Department Director Director of Public Utilities

Attachments:
1. Proposition 218 Notice
2. San Diego County Water Authority Report, dated June 18, 2008
3. City Auditor Review of the Increase in San Diego Water Rates
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Notice of Public Hearing
September 22, 2008

2:00 pm.

Fhy the City MUST Propose
{ New Waler Rates

On June 26, 2008 the San Diege County Water
Authority (CWA) voted to increase the rates it
charges for imported water beginning on January 1, 2009.
This rate increase applies to all county water agencies,
including the City. Because local water supplies are very
limited, the City must buy approximately 90% of the water

it supplies to its customers from the CWA. Because the City

is required to recover the costs for water purchasés, it must
"pass through” these increased charges to its own customers.

The CWA based its increase on the costs for its own
infrastructure, operations and maintenance. The CWA
increase also reflects the cost it pays to purchase water from
the region’s largest water wholesaler, the Metropolitan Water
District of Southern California. The CWA has approved
increases to both its fixed infrastructure access charge and

its commodity charges, which are based upon the amount

of water purchased. This rate increase does not include any
increase for City infrastructure, operations or maintenance.

Proposed Fee Increases
There are two parts to water rates charged by the City of
San Diego to you as a customer. These are the Base Fee and

PROPOSED WATER SERVICE RATES AND CHARGES

the Commodity Fee. The Base Fee is levied to recover the

fixed charges associated with the operation and maintenance of
the water system and the charges paid by the City to access the
CWA water supply infrastructure. The Commodity Fee is levied
to recover the variable costs based on the amount of water
used by water system customers. The proposed rate increase
will affect both the Base Fee and the Commadity charge.

PROPOSED BASE FEE RATE ADJUSTMENTS

DUE TO CWA "PASS THROUGH'

The following table illustraies how the proposed water rate
increase will affect the base fee for water system customers.
This fee is applied to each meter equivalent and increases as the
meter size increases. The figures included in the table are based
on charges per month.

AN IMPORTANT NOTE:

Over 90 percent of the single Family Residential customers
have meter sizes less than 1 inch, That means that the vast majarity of
Single Family Residential customers will see their base fee rise by
20 cents per month. If you need assistance o determine your meter size,
please call the City's Water Department Customer
Service Division at {619} 515-3500.

PROPOSED CWA PASS THROUGH INCREASE
MONTHLY BASE FEE {Based on Meter Size)

" Meter . Current
Size
5/8 inch $16.32
3/4 inch $16.32
1 Inch $23.86

11/2 Inch $41.10
2 Inch $62.66°
3Inch $113.29
4 Inch $185.49
6 Inch $364.36
8 inch $579.86
10 Inch $832.01
12 Inch §1,545.64
16 Inch $2,699.37

Anticipated Rate as of
Increase January 1, 2009

$0.20 $16.52
$0.20 $16.52
$0.34 $24.20
$0.66 $41.76
$1.06 $63.72
$2.00 $115.29
$3.34 $188.83
$6.66 $371.02
$10.66 $590.52
$15.34 $847.35
$28.66 $1,578.30
$50.00

$2,749.37

PROPOSED COMMODITY FEE ADJUSTMENTS BUE TO CWA "PASS THROUGH:

In addition to an increase in the base fee for fixed charges, the CWA “pass through” costs proposed by the City will also raise the
commaodity fee. The City is proposing to raise commodity fees by 8.5% for each hundred cubic feet (HCF) of water consumed
within the City's tiered water rate system. A hundred cubic feet of water equals approximately 748 gallons. The typica! Single
Family Residential custorner uses 14 HCF {or 10,472 gallons) each month.




PROPOSED CWA PASS THROUGH INCREASE
MONTHLY COMMODITY FEE (Based on Meter Size)

Customer« Current . Total . January 1, 2009
o ::-Clas‘ﬁcatmn o ‘_!nc'rease o {with CWA Pass Through)
Smgle Fam:ly Dwe mg ' o
Tier 1 (First.7HCF used) $2.505 i <$o 213, $2.718
" Tier 2 (Seoon 7 HCF used) $2.717 ' . $0.231- , $2.948
"TlerB(Usage above 14 $3.051 $0.259 - $3.310
“ Multl Family’ Dwelhng $2.717 $0231. - $2.948
Commermal . $2.606 80222 0 $2.828
“ndustrial , $2.606 IR 1 R $2.328
" Imigation s 1 L $2.784 ~ - L 80237 $3.021

Temporary Construcnon $2.784 oo 80287 $3.021

Example:

When combined with new base fees, the increased commodity charges will eﬁ‘ectfve!y raise total water rates for a typical
Single Family Residential Customer by approximately 6.26% ($3.37 per month). The exact amount of increase will vary
among customers because of their varying levels of water consumption.

NOTE:

To help promote conservation, the City uses a tiered billing

structure that increases the costs for water used by residentfal
customers. The first tier rate applies to water usage up to

PROPOSED CWA PASS THROUGH EFFECT OF WATER RATE INCREASE ON THE
MONTHLY COST TO THE TYPICAL SINGLE FAMILY DWELLING (14HCF USAGE)

RESIdentlal , Current Janua‘ry 1,:2009 Amount of 7 HCF per menth. The second, higher, tier rate applies to all
Base Fee i {WIlh CWA pass Through} Increase waler used over 7 HCF and up to 14 HCF per month (the

3}4 Inch meter $16.32 $16 52 : 50.20 amount used by a typical Single Family Residential customer).
’ The third, highest, tier rate appiles to all water used in excess
Commodlty Fee* '

of 14 HCF per month,

Tier 1 (1-7 HCF) $17.54 $148 ‘ |
Ter 2:(8-14 HCF) $19.02 $1.62 Please note that the City recently moved to a bi-monthly
A ’ : billing cycle. This maans that each water bill you receive now
N TPTAL $52.88 $3.31 includes charges for two months of service,

- ] EENEI Mare infarmation about the proposed CWA pass through costs
*Assumes 7 HCF used per rate tier and water rates is available at www.sandiege.gov/water or by
calling (619} 515-3500.

You can protest the proposed
CWA Pass Through rate adjustments

You can use the coupon on the back page if you want to register your protest against the
proposed water rate adjustments. You can also choose to write a letter to the City or appear at
the public hearing listed on the front cover of this notice to submit your written protest.

How Can ! Participate?
Interested parties can comment on the proposed rates. California law prohibits the City from implementing the new rates if a majority of the
affected property owners file written protests opposing the rates before the end of the public hearing. Written protests must be submitted to
the City Clerk, Mail Station No. 2P, City Administration Building, 202 “C" Street, San Diego, CA 92107, before the end of the public hearing
which is scheduled for 2:00 pm, September 22, 2008, Each protest must identify the affected property (by assessor's parcel number or
street address) and include the signature of a record property owner ar utility customer. Email protests will not be accepted.
Although oral comments at the public hearing will not qualify as formal protests unless accompanied by a written protest,
the Mayoar and City Council welcome input from the community-during the public hearing.
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Notice of Public Hearing

September 22, 2008
2:00 p.m.

Quick Facts
About the Proposal

Water costs would go up
The San Diego County Water Authority has raised the rates it charges for water purchased by the City.
The new water rate being proposed to pay these increased charges would add about
$3.31 per month to the bill of typical Single Family Residential customers.

Conservation cuts costs
The average San Diego household can save on monthly water charges
by accepting the “20 Gallon Challenge” recently issued by the San Diego County
Water Authority. More information about the challenge can by found at
www.sdcwa.org. Additional information and water conservation tips
from the City can be found at www.sandiego.gov/water/
conservation/index.shtml

USE THIS FORM TO PROTEST
THE PROPOSED WATER RATE ADJUSTMENTS

[PRINT YOUR FULL NAME]
protest the City of San Diego's proposed increases to water rates.

Signature: {

If you wish to use this form as your protest, please fill out and mail in a stamped envelope to:
City Clerk, City Administration Building
202 C Street, MS 2P, San Diege, CA 92101

This material is available in alternative formats upon request to accommodate persons with disabilities or non- Engl;sh
speakers. To order information in an aliernative format, or to arrange for a sign language or ordl interpreter at the
September 22, 2008 hearing, please call the Clerk’s office on or before November 10 at (619): 533 4000 (VOice)
or (619) 236- 7012 (TTY).

&Ponited on Regwslex Forer
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San Diego County Water Aufhority

© Jume 18, 2008
Attention: Board of Directors

Adopt Water Authority rates and charges for fiscal year 2008-2009 and calendar year
2009, and continue the annual Standby Availability Charge for fiscal year 2008-2009 as
currently imposed (Action)

Purpose .

To adopt Ordinance No. 2008-_ setfing rafes and charges for water, services and facilities
effective fiscal year 2008-2009 and calendar year 2009, and adopt Ordinance 2008-_
continuing the Water Standby Availability Charge at its current {evel.

'Administrative and Finance Committee Recommendation

Adopt Ordinance No. 2008- _ sefting rates and charges for delivery and supply of waier,
usge of faciliies and provision of services for fiscal year 2008-2009 and calendar year 2009
and adopt Ordinance No. 2008-_ continuing the Water Standby Availability Charge at its
current Jevel.

~ Alternative
" Modify the proposed rates and charges to obtain full cost recovery m the upcoming year.

Fiscal impact . :

The water rates and charges, in combination with existing taxes, the System and Treatnent
Capacity Charge, the Infrastructure Access Charge (IAC), investment income and the Standby
Availability Charge are expected to raise revenues sufficient to meet the Water Authority’s
revenue requirement and bond covenants.

Background A

In nud 2006, the Board addressed concems about increases in construction bids followmg the award
of San Vicente Pipeline and Lake Hodges Pump Station by creating the Comprehensive Reliability
and Cost Assessment Ad-Hoe Commuitice (CRACA). The CRACA commitiee conducted a
thorough evaluation of the cost and reliability impacts of each project included in the Capital
hnprovement Program (CIP) as well as other important long-ierm planning assumptions (i.e. Jocal
supplies, conservation, eic.). On April 10, 2007, the Board approved the preferred altemative
recormmended by CRACA, known as the Revised Baseline. The Revised Baseline provides the
foundational assumptions upon which the Water Authority’s long-term planning 1s based.

On June 28, 2007, the Board adopted the Multi-Year Budget for fiscal years 2007-2008 and 2008-
2009 and set rates and charges for calendar year 2008. It delayed the setting of calendar year 2009
rates and charges. At that time, it was staff’s recommmendation to set calendar year 2009 rates and
charges as part of the Mid-Térm Budget Update when both the economic and water supply ouflook
for calendar year 2009 would be clearer.

On April 24, 2008, the Board adopted the 2008 Long Range Financing Plan (LRFP) update. As

Bart %fgL%g%’ update, the water supply, water sales (i.e. mimpact of conservafion), cost of water (7.e.
Boe o
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Board of Dircétors
Tune 18, 2008
Page 2 of 8§

MWD's adopted calendar year 2009 rates), CIP expenditure projections, alternative water supply
costs (7.e. spot transfers, Semitropic) and other economic assumptions that make up the foundation
of the Revised Baseline were npdated to reflect staff*s current estimates. Based upon all of these
updated assunmptions, a high and low rate forecast was developed to support long-term planning,
The LRFP calendar year 2009 rate increase was projected to be between &.8% and 12.3%.

On May 21, 2008, the Water Authority closed its Series 2008A COPs issuance, which includes a
pertial current refunding of the 1997A COPs. The debt service schedule for the Series 2008A has
been infegrated mio.the calendar year 2009 rates and charges. The true interest cost on this debt
1ssue is the second lowest on a new money issuance and the debt structure utilized will provide

* significant rate relief durmg the 2013-2020 time period.

On June 12, 2008, the Administrative and Finance (A&F) Committee reviewed staff’s
recommended calendar year 2009 rates and charges. After review, the A&F Committee concurred
with staff's recommendation and is recommending that the proposed calendar vear 2009 rates and
charges, as published for the public hearing, be considered along wiih input fiom the public by the
Board. '

Previous Board Action. On May22, 2008, the Board adopted Resolution 2008-6 setiing the time
and place for a public hearing on June 26, 2008 1o receive comments on the proposed calendar
year 2009 rates and charges.

Piscussion

Table 1 below sunumarizes the calendar year 2009 rates and charges bemg recommended to the
Board by the A&F Committee. These rates are consistent with the preliminary rate and charge
projections meluded m the updated Long-Range Financing Plan and what was provided to the
Water Authority’s member agency finance officers and general managers on April 9, 2008 and
April 15, 2008, respectively,

The amount of revenue to be gemerated by each rate category (revenue requirement) is determined
by computimg the total annual expendifures associated with the each rate category. The annual
expenditures consist of budgeted cash payments and long- and short-term debt service payment
streams associated with the different capital projects that support the Anthority’s Customer Service,
Storage, Supply, Treatment and Transportation functions. The Operating Budget is also allocated m
a stmilar fashion to the Authority’s functional areas. Revenues from taxes, Water Standby
Availability Charges, Infrastructure Access Charges, System and Treatment Capacity Charges,
investment mcome and other miscellaneous income {collectively Non-Commodity Revenues) are
credited to the amount to be recovered from the Customer Service, Storage and Supply rates and
charges. Each rate and charge is then set to recover the revenue requirement calculated.

Fage 280 of 322
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Board of Directors
June 18, 2008
Page 3 0f 8

Table 1 - Summary of Water Authority Rates and Charges

Table 1 Snmmarv nf“ate: Autlnonitv Rates aud Cha: oES

ﬁ"atér' Authoritv Rates and Cimr"l es

CY 200
Previous

"Recomimended

acre, whichever is oreater”

1 Customer Service Charge $14.200,000° $15.200.009 $16.000.000
‘| Storage Charge $17.700.000 $22.200,000 $23,000.000
Transportation Rate (3/AF) $60 ' 560 $64
IAC $1.56/ME" $1.70/ME $1.90/ME
Melded M&I Supply Rate (8/AF)° 365 £390 $463
Melded M &I Treaunent Rate (8/AF) $i47 $164 5168
Standby Availability Charwc per parcel or §10 $10 $10

or Allocated to Water

Authority Member Agencies =50

MWD Rates ané Charoes Direcfly Passed on

CY 2007 CY 2008 CY 2009
Previous Carrent Adepted .
Untreated Tier 2 Supply Rate $/AF° $427 $449 $528
Interim Agncultura] Water Program Untreated | $241 $261 £322
(8/AF)
Interim Agricultural Water Program Treated | 364 $394 3465
($/AF)
Replentshment Water Rate Untreated (8/AF) | 5238 $258 $294
Replenishment Water Rate Treated (3/AF) §360 5350 5436
MWD Capacity Charge 58.812.800 58,812,860 £8.812.800
Readiness-to-Serve Charee® $6.370.996 $9,782.918 310.864.851

*Fiscal Year Charge

' SSOA water 1eceives a credit of $70/AF on the melded Mé&I supply rate

} Agencies exceeding their Tier 1 allocation pay the MWD bundled Tier 2 Supply Rate (System Access Rate,
System Power Rate and Water Stewardship Rate) instead of the M &I Melded Supply Rate
* ME means meter equivalent as defined in the resolution establishing the Infrastructure Access Charge.

Page 281 of 322
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Board of Directors
Juzsie 18, 2008
Page 4 0f 8 -

The following rates and charges are béing propesed effective on January 1, 2009:

Custemer Service Charge. The Customer Service Charge is set to recover costs that are necessary
to support the functiomng of the Water Authoerity and to develop policies and implement programs
that benefit the region as a whole. Research, development and planming costs associated with new
supplies are examples of costs that are included in Customer Service category. The Customer
Service Charge is allocated among the member agencies on the basis of each agency’s three-year
rolling average of all deliveries (including all users, member agencies and third-party wheeling
throughput). The recommended Customer Service Charge for calendar year 2009 1s $16,000,000.

. Storage Charge. The Storage Charge 1s sef to recover costs associated with the Emergency Storage
Program. Allocation of the Storage Charge 1s based on all non-agricultural water deliveries and will
be allocated among the member agencies using a pro rata share of each agency’s three-year rolling
average of non-agricultural deliveries (including all users, member agencies and third-party
wheeling throughput). The recommended Storage Charge for calendar year 2009 is $23,000,000. -

Tramsportation Rate. The Transportation Rate 1s a uniform rate set to recover capital, operating
and mamtenance costs of the Water Authority’s aqueduct system including all facilities used to
physically transport the water to member agency meters. All users, member agencies and third-
party wheelers pay the Transportation Rate. Member agencies not receiving water from Water
Authority transportation facilities do not pay the Transportation Rate. The Transporiation Rate is
levied on each acre-foot of water as delivered by the Water Authority through its facilities. The
recommended Transportation Rate for calendar year 2009 is $64/AF.

Infrastructure Access Charge (IAC). In June 1998, the JAC was adopted as an additional source
of fixed revenue to improve coverage of the Water Authority’s projected fixed expenditures. The
IAC 15 levied on all retail water meters within the Water Authority’s service area. The fixed
charge is levied against each member agency for the purpose of maintaining a minimum ratio of
projected fixed revenues to projected fixed expenditures of 25% on any future fisecal year. The
recommended IAC for calendar vear 2009 is $1.90/ME.

Melded Untrested M&I Supply Rate. The Water Authonty bas a melded supply raie which
recovers the cost of water supply incurred by the Water Authority. These costs inchide the purchase
of water from MWD, the Imperial Irrigation District ([ID), the Coachella and All American Canal,
costs of MWD wheeling for non-MWD waier supplies, and certain other costs associated with the
Quantification Settlement Agieement. The recommended Melded Untreated Mé&I Supply Rate for
calendar year 2009 is $463/AF.
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Table 2 — Meided Untreated M&I Supply Rate Calculation

EY 2008
Acre-Foot Sales (A/F) (000's) .
MWD Tier | 380.0
[1]»] 600
Canal Water Delivery Costs 38.0
Supplemental Supply Purchases — Cy 2009 25.0
TOTAL AJF SALES : 522.0
Water Purchase Cost (in Milifons)
MWD Tier 1 Water Purchases ' $164.4
1D Water Purchases 35.3
Canal Water Purchases 10.8
Supplemental Supply — Purchases CY 2009 13.2
Supplemental Supply — Purchases CY 2008 28
Supplemental Supply — Starage Costs ) 38
Subtotal Water Purchases . $230.3
Additional Costs {in Millions)
Canal Cost Differeniial and Operating Budget Costs $4.4
D Socioeconomic Payment 33
Prior Year Cost of Sales Recavery (2003 & 2004) ) 13
QSA Environmental 24
Subtotal Other Costs $11.40
TOTAL SUPPLY COST $241.7
AJF RATE (Total Supply Cost [Total A/F Sales) 463

Standby Availability Charge, The County Water Authority Act limits the maximum angual
Standby Availability Charge to $10 per acre or parcel, whichever is greater, Beginning before
November 6, 1996, the Water Authority has determined that the maximum annual standby
availability charge should be levied on property within the Water Authority’s service area. To
provide necessary funding for the CIP, the General Manager recommends that the charge continue
at the $10 maxumum for fiscal year 2008-2009. The Standby Availability Charge rate is effective
July I, 2008. The armount of this charge has not changed since the adoption of Proposition 218 in
1996. The justification for imposition of this charge is the same as for when the charge was
initially levied and as 1t was imposed before November 6, 1996.

Melded M&I Treatment Rate. The Water Authority has a melded freatment rate, which recovers
the costs of providing treated water. The melded ireatment rate includes costs assoctated with
MWD, Helix, and Qlivenhain treatment facilities, as well as the costs associated with the Water
Authority’s treatment plant. The recommended Melded M&I Treatment Rate for calendar year 2009
is $168/ATF.
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Table 3 ~ Melded Treatment Rate Caiculation
CY 2008
Acre-Foot Sales (A/F} {000's}

- MWD S 78.2
Water Authority 87.5 -
Helix 10.0
Ofivenhain 8.1

TOTAL A/F SALES 184.8
Cost (in Millions) '
MWD : C $125
Water Autharity : 15.2
Helix 1.9
QOlivenhain ' 1.5

TOTAL TREATMENT COSTS $31.1
Estimated Cost {T otal Treatment Costs/Total A/F Sales) ' $168

The following MWD rates and charges are passed on directly or aliocated to the member
agencies as follows:

‘Replenishment Rate. For CY 2009, the untreated replenishment water rate will increase from its
current level of $258/AF io $294/AF. The treated replenishment water rate will increase from its
current level of $390/AF to $436/AF, reflecting MWD’s increasing treatment costs.

Agricultural Water Rate. For CY 20109, the vnireated agricultural water raie will increase from
its current Jevel of $261/AF to $322/AF. The treated agricultural water rate will increase from
$394/AF to $465/AF, consistent with the Increase in the untreated rate,

MWD Capacity Charge. For CY 2009, the Capacﬂy Charge (formerly the Capacity Reservation
Charge) 1s $6,800 per cubic foot second (cfs) of maximum daily flow 1equested by a MWD
member agency. The Capacity Charge is a fixed charge levied on an agency’s maximum daily
flows over the three previous fiscal years. It recovers the cost of providing peak capacity within
the distribution system, and is designed fo encourage member agencies to shift demands and avoid
placing large daily peaks on the MWD system during the sumumer months. Daily flow measured
between May 1 and September 30 for purposes of billing the Capacity Charge will include
dehiveries (except long-terin seasonal storage deliveries) made by MWD to a member agency or
member agency customer including water transfers, exchanges and agricultural deliveries. As part
of 2 separate surface reservoir operating agreement to manage seasonal peaking, the Water

- Antthority is expected to reserve its full available capacity. The Capacity Charge will be
unchanged and set at $8,812,800. The Water Authority’s Board has directed that the Capacity
Charge will be recovered proportionally based on a five-year rolling average of member agency
flows during coincident peak weeks.
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Table 4 - Calendar Year 20089 MWD Capacity Charge Allocation

{Capacity Reservation Charge)

Goincident Peak Week Deliveries [AF)' 5-ysar
averape |cyzoes charge

BM202002 BI412004 THYI20R6 TH8i2006 BA1r200T

: faxeslde WD:

WW%%%M“ S T
.0 .

eyt

‘Charge & aliccated based on a five-year roling average of member agency deliveries during iagional pask weeks. Annual charges are roundad

to the nearest dokar,
L[ ghesids Water District's prapartionat share of annual peak week deliveries is based on actual meter dalivery records provided by Padre Dam MW D,

* percentages shown are rounded. '

Readiness-to-Serve Charge. MWD's Readiness-to-Serve Charge differs from the other MWD
charges in that it is set on a fiscal year basts, The total Readiness-to-Serve Charge will increase
from its current level of $82.000,000 to $92.000,000 for fiscal vear 2009. The Authority’s share 1s
set at 823,529,822, Afier credits from the MWD Standby Charge, and admimistrative costs, the net
Authornty share is $10,864,851. MWD’s Readiness-to-Serve Charge will recover costs associated
with standby and peak conveyance capacity and system emergency storage capacity. The
Readmess-to-Serve Charge will be allocated among MWD member agencies on the basis of each
agency’s ten-year rolling average of firm demands (including water transfers and exchanges
copveyed through system capacity). This allocation will be revised each year. Revenues equal to
the amount of Standby Charges will continne to be credited against the member agency’s
Readiness-to-Serve Charge obhigation unless a change is requested by the member agency. The
Board has directed that the Water Authority’s Readimess-fo-Serve Charge will be passed through
proportionally to member agencies on the basts of each agency’s ten-year rolling average of firm
demands (inchuding water transfers and exchanges conveyed through system capacity).
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Table 5 - Readiness-to-Serve Charge Allocation
10-Year Average FY®2 RTS Net Stand-By FY{8 RTS Net
Member Agency Delivaties (AF) Charge’ Charge Cradits® Charge Monthiy Charge

o é‘”‘} i 493}322 EB8E

W—year rollmg average of flrm MWL uehvenes Dased on FY98-r Y07 penoc ana rounaec to nﬁaresz acre-Toot. Annual and monthiy
are rounded fo nearest doliar.

Effective date is July 1, 2008,

*net of $12,715,463 in standby-charge credits and 550,482 in MWD administrative fees.

‘Lakeside W.D, is slincated 23.83% of Padre am MW.D's qefiveries priof to January 2008, Lakeslde W D's daliveries affer January 2008
are being metered seperately from Padre Dam MW.D's deliverfes.

After consideration of public coraments at the Public Heating on June 26, 2008, the staff recommends
that the Board adopt ordinances setting the water raies and charges for fiscal vear 2008-2009 and
calendar year 2009, and continue the existing Standby Availability Charge for fiscal year 2008-2009.

Prepared by: David G. Shank, Rate and Debt Admintstrator

Reviewed by: ~ Exic Sandler, Director of Finance/Treasurer
Approved by Paul A. Lanspery, Deputy General Manager
Attachments:

Junte 12, 2008 Board Memorandum

Ordinance 2008 - (Rate Ordinance)

Ordinance 2008 - (Standby Charge Ordinance)
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San Diego Couhfy Woater Authority

June 5, 2008
Attenfion: Administrative and Finance Committee

Discussion and Consideration of Proposed Calendar Year 2009 Rates and Charges and the
Annual Standby Availability Charge (Action)

Staff recommendation ,

Recommend adoption of the proposed calendar vear 2009 rates and charges for water,
services and facilities, and to continue the existing Anmeal Water Standby Availability
Charge at its current level fo the full Board for consideration at the June 26, 2008 public
hearing,

Alternative .
Recommend adoption of altemative rates and charges for calendar year 2009,

Background

In nud 2006, the Board addressed concerns about increases in construction bids followmg the award
of San Vicente Pipeline and Lake Hodges Pump Station by creating the Comprehensive Reliability
and Cost Assessment Ad-Hoe Committee (CRACA)Y. The CRACA committee conducted a
thorough evaluation of the cost and reliability impacts of each project included m the Capital
Improvement Program (CIP} as well as other important long-term planming assumptions (J.e. Jocal
supplies, conservation, etc.). On April 10, 2007, the Board approved the preferred alternative
reconumended by CRACA, known as the Revised Baseline. The Revised Baseline provides the
foundational assumptions upon winch the Water Authonty’s long-term planming is based.

On June 28, 2007, the Board adopted the Multi-Year Budget for fiscal years 2007-2008 and 2008-
2009 and set rates and charges for calendar year 2008. If delayed the setting of calendar vear 2009
rates and charges. At that tume, it was staff’s recornmendation to set calendar year 2009 rates and
charges as past of the Mid-Term Budget Update when both the economic and water supply outlook
for calendar year 2009 would be clearer. .

On April 24, 2008, the Board adopted the 2008 Long Range Financing Plan (LRFP} upd;ate. As
part of LRFP update, the water supply, wafer sales (7.e. impact of conservation), cost of water (i.e.

- MWD’s adopted calendar year 2009 rates), CIP expenditure projections, aliemative water supply

costs (I.e. spot transfers, Semitropic) and other economic assumptions that make up the foundation
of the Revised Baseline were updated to reflect staff’s current estimates. Based upon all of these
updated assumptions, a ingh and low rate forecast was developed to support long-term planning.
The LRFP calendar year 2009 rate increase was projected to be between 8.8% and 12.3%.

On May 21, 2008, the Water Authonity closed its Series 200&& (COPs issuance, which mcludes a
partial current refunding of the 1997A COPs. The debt service schedule for the Series 2008A has
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been integrated mto the calendar vear 2009 rates and charges. The true interest cost on this debt
1ssne 1s the second lowest on a new money issuance and the debt structure utilized will provide
significant rate relief during the 2013-2020 time period.

Previous Board Action: On May22, 2008, the Board adopted Resolution 2008-0 setting the fime
and place for a public hearing on June 26, 2008 to receive comments on the proposed calendar
year 2009 rates and charges.

Discussion ‘

Table 1 below summarizes the rates and charges being proposed for calendar year 2009. These
rates are consistent with the preliminary rate and charge projechons included in the updated LRFP
and what was provided to the Water Authority’s member agency finance officers and general
mwanagers on April 9, 2008 and April 15, 2008, respectively.

Table 1 Snmmmv of Wam Authority Rates and Charges

SR N - CY 2008 ] . CY 2009 7
Watel Anﬂmrm Rates and -Charges “Current ¢ chommended-

Customer Service Charge 1 $14.200,000° | $15,200,000 $16,000,0600

Storage Charee ' 517.700.000 | $22.200.000 $23.000,000
Transportation Rate ($/AF) : 360 $60 S64

IAC -$1.56/ME" | §1.70/ME $1.90/ME
Melded M&I Supply Rate (3/AF)* $365 $390 $463
Melded M&I Treatment Rate (3/AF) 5147 3164 5168
Standby Avajlability Charge per parcel or acre, 510 $10 510

whichever is ‘sTeater? |

MWD Rates apd’ Cinges Pirectly Passed on-or Allocated to Water Authority Member Agencies -

CY 2007 CY 2008 CY 2009

_ Previous Current Adopted
Untreated Tier 2 Supply Rate $/AF $427 $449 §528
Interim Apricultural Water Program Untreated ($/AF) 3241 $261 $322
Interim Asricultural Water Program Treated (5/AF) $364 £394 $465
Replenishment Water Rate Untreated (5/AF) - $238 3258 3294
Replenishment Water Rate Treated (8/AF) $360 - $390 $436
MWD Capacity Charge £8,812,800 $8.812.800 $8.812.800
Readiness-to-Serve Charge” $9.370.996 | $9.782.918 $10.864,851
' 880A water receives a credit of $70/AF on thc melded Mé&L supply rate

' gFlscal Year Charge
* Agencies cxceedmg their Tier 1 allocation pay the MWD bundled Tier 2 Supply Rate (Systcm Access P.a're
System Power Rate and Water Stewardship Rate) instead of the M&I Melded Supply Rate
*ME means meter equivalent as defined in the resolution establishing the Infrastructure Access Charge.

As shown in Figure 1 on the following page, the proposed calendar year 2009 rates and charges result
in an estimated 11.9% increase in the treated water rate. The proposed rates incorporafe a degree of
smoothing. Rates based on full cost recovery would result in an overall increase of 13.7%. The
proposed calendar year 2009 rates and charges are shightly lower than the calendar year 2009 high rate
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projections that were included in the LRFP, With the exception of the Melded M&I Supply Rate,
calendar year 2009 rates are consistent with those presented to the Board in the Multi-Year Budget for
fiscal years 2007-2008 and 2008-2009. “It should be noted that fixed charges are presented on a 3/AF
rate and are a function of the underlying sales forecast. Though customer impacts will vary by
Member Agency, the proposed treated water rate increase results.in an estimated $3.42 increase in the
average monthly household water bill.

Figure 1: Overall Treated Water Rate for CY 2008 and 2009

Overall Increase of 11.9%
7B ...
: . Cv 2008 . _ Oy 2008
@ Customer Senice Charge | @ Storage Charge’ ' Transportation Rate
0 Melded:M&! Trestment Rate 5 Melded M&! Supply Rate S .
CY 2008 Proposed CY | Proposed CY Increase
Water Authority Rate Charge Rates 2009 Rates 2009 incroase | in Percent

Malded M&l Supply Rate $390 $463 $73 18.7%
Melded M&I Treatment Rate 164 168 B4 2.4%
Transportation Rate 801 - 64 54 B.6%
Storage Charge 44 44 S0 0.0%
Customer Saervice Charge _ 26 27 81 3.8%
Total Cozst of Treated Water {§/AF) 684 &766 $82 11.9%

As can be seen above, the largest increase for calendar year 2009 is in the Melded M&I Supply Rate.
Figure 2 on the following page provides a break down of the cost components of the Melded M&I
Supply Rate. The main driver of the increase in the Melded M&! Supply Rate is the sharp increase in
the cost of water purchased from MWD. The 17.4% increase in the calendar year 2009 cost of
untreated water from MWD combined with the Water Authority’s purchase of supplemental water |
supplies result in the proposed calendar year 2009 Melded M&] Supply rate increase of 18.7%. -As
shown below, the cost of MWD purchases 1s the largest cost component of water supply costs, which
limits the Water Authority’s ability to mitigate MWD rate shocks. The increase in the Water
Authority Supply Costs, which includes the cost recovery of QSA, IID and other commitments, is due
to the recovery of calendar year 2008 costs associated with supplemental supplies (discussed below).
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Fioure 2: Melded M&] Supply Rate Breakdown

CY 2008 Cy 2009
oo : $463 SIAF
51(; ha , :

$380 SIAF il g EE e mertal Supbly

400 i 7% | Water Authority Supply Costs
15%

$300—
5200 ] 5%
$100-

The $73/AF increase in the Melded M&! Supply Rate is attributable to several different cost
pressures. These different cost pressures are illustrated i Figure 3 below and discussed on the
following page. :

Figure 3: Components of Melded M&I Snuppl},‘r Rate Increase

Cost Savings &
Rate Smoothing
ey ) ;

+ Deferred cost recovery
-$3.80/AF . | ower whesling costs
$EE1AF ° CY 2008 spot water

+ Storage costs
| $11.69/AF * CY 2008 Spot water purchases
« Siorage cosis

i ik
Sup. Buppty
Cogts 2008

CY 2008 ‘
g _ $20.80/AF - Amount over original MWD
ncreasc high-rate projactions

ST3IAF

- Origina! MWD high rate

$38.00/AF 1 oiections

e ' The Multi-Year Budget — The Melded M&:I Supply Rate estimates provided in the
Multi-Year Budget included 2 $38/AF rate increase for calendar vear 2009. The rate
increase was based upon, among other things, MWD’s “High” rate projections.
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. MWD’s Additional Rate Increases - MWD'’s adopted calendar year 2009 Tier 1
: Supply Rate Subtotal increased from the projected “High” rate for calendar 2009 of
$385/AF (used in the Multi-Year Budget) to the adopted rate of $412/AF. The
‘unanticipated $27/AF increase results in a $20.60/AF increase in the Water .
Authority’s average supply cost.

. Supplemental Water Supply and Storage Costs (CY 2009) — As part of l:he Stage
1T DMP activities, In calendar year 2009, the Water Authority plans on purchasing
supplemental water supplies. In addition to the supplemental supply water
puachases, the Water Authority also anticipates making payments for the operations
and maimtenance of groundwater storage facilities. The combined impact of these
costs 1s an $] 1.GY/AF mcrease in the average cost of water,

. Calendar Year 2008 Supplemental Supply Cost Recovery —The calender year
2008 Melded M&I Supply Rate does not include any of the additional costs
associated with supplemental water supply purchases and storage. Since the water
purchases were budgeted at MWD’s rate, only the additional cost of the
supplemental supply is not recovered with the calendar year 2008 rate. These costs
can only be recovered with future rates and charges (1.e. CY 2009 and beyond). In
addition, the supplemental storage costs incurred in calendar year 2008 must also be
recovered on futare rates. To mitigate the rate impacts in calendar year 2009 and
beyond, the additional cost of supplemental water is recovered over 2-years (CY
2009 & CY 2010) and the storage costs are recovered over 5-years (CY 2009-CY
2013). The recovery of these costs increases the average cost of water by $6.51/AF.

¢  Rate Smoothing and Cost Savings — Because MWD’s Tier | Rate Subtotal
increases were limited to the Tier 1 Supply Rate, the cost of the Water Authority’s
canal and IID water was less than budgeted. This is due to the fact that MWD’s
wheeling rate did not increase in calendar year 2009 as was projected under MWD's
“High” rate forecast. In addition, the recovery of a portion of QSA environmental
costs was smoothed out to provide some rate relief in calendar year 2009. The
combined impact of the lower costs of transfer water and rate smoothing reduced the
cost of water by $3.80/AF.

Looldng forward, water supply availability and costs combined with a weak economic outlook make
for challenging financial imes. While the cost of supplemental supplies do have a rate impact, the
Board’s decisive actions and commmitment to providing a reliable water supply for the region have
well positioned the Water Authority to better meet future water demands and avoid the economic
costs of supply shortfalls. In addition, Water Authority staff are participating on MWD’s Rate Task
Force to evaluate MWD’s rate and charge structure and look for ways fo mitigate firfure rate shocks.

Prepared by David G. Shank, Rate and Debt Administrator
Reviewed by: ‘ Enic Sandler, Director of Finance/Treasurer
- Approved by: Paul A. Lanspery, Deputy General Manager
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- ORDINANCE NO. 2008~

AN ORDINANCE OF THE BOARD OF DIRECTORS OF THE SAN
DIEGO COUNTY WATER AUTHORITY SETTING RATES AND
CHARGES FOR THE DELIVERY AND SUPPLY OF WATER, USE OF
FACILITIES AND PROVISION OF SERVICES

WHEREAS, Subdivision (11) of Section 5 of the County Water Authority Act provides, in
part that, the Authonity's Board of Directors, "as far as practicable, shall provide each of its member
agencies with adequate supplies of water to meet their expanding and increasing needs;" and

WHEREAS, Subdiviston (13) of Seciion 5 of the County Water Authority Act provides that
the Authonity may: "Fix, revise, and collect rates or other charges for the delivery of water, use of
any faciliies or property, or provision of services. In fixing rates, the Board may establish
reasouable classifications among different classes and conditions of service, but rates shall be the
same for similar classes and conditions of service.” and

WHEREAS, subdivision (j) of Section 7 of the County Water Authonity Act provides in
part, that the Authority’s Board of Directors, “as far as practicable, shall fix such rate or rates for
water as will result in revenues which will pay the operating expenses of the Authority, provide for
required. mamfenance and provlde for the payment.of the interest and principal of the bonded debt;”

- and

WHEREAS, the Long-Range Financing Plan adopted by the Board of Directors
contemplates the establishment of sufficient rates and charges, when considered along with taxes
and other revenues of the Authority, to provide revenues for accomplishment of the Authority’s
purposes and programs as determined by the Board of Directors; and

WHEREAS, pursuant fo the County Water Authority Act, the Board of Directors has
adopted ordinances and resofutions levying and fixing property taxes, water availability standby
charges and other rates and charges for delivery and supply of water, use of facilities and provision
of other services by the Authority, including, without limitation, a system capacity charge, water
treatment capacity charge, an mfrastructure access charge, a readiness-to-serve charge and a water
rates and charges; and

WHEREAS, the Board of Directors, upon recommendation of the Rate Study Subcommittee
and the Fiscal Policy Committee, enacted Ordinance 2002-03, “An Ordinance of the Board of
Directors of the San Diego County Water Authority Setting Rates and Charges for the Delivery and
Supply of Wates, Use of Facilities and Provision of Services”, which established a new stracture for
‘water rates and charges and

WHEREAS, the new structure for water rates and charges replaced the Municipal and
Industrial and Special Agnicultural Water Rate with rates and charges according to five categories
called: Customer Service, Storage, Transportation, Treatment and Supply; and

WHEREASR, the supply charge recovers the costs to the Water Authority of water 1t
supplies to 1fs member agencies, and
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WHEREAS, on May 26, 2005, the Board of Directors adopted Ordinance No. 2005-03
increasing the System Capacity Charge and establishing the Water Treatment Capacity Charge; and

WHEREAS, on May 21, 2002, the Authority filed a Notice of Exemiption pursuant to the

California Environmental Quality Act (CEQA) for the project described as "Establishment of
water supply and delivery rates and charges including: Customer Service Charge, Emergency
Storage Program Charge, Transportation Rate, Supply Service Charge, Capacity Reservation
Charge and Readiness-to-Serve Charge, and maintaining the Infrastructure Access Charge and
Standby Availability Charge” stating the project 1s exempt from the requirements of CEQA
~ pursuant o the statutory exemption of Public Resources Code Section 21080(b)(8) and stating as
the reason therefore: "Project mvolves establishment of water rates, tolls, fares, or other charges
for the purpose of meeting operating expenses, mcluding employee wages and benefits;
purchasing and leasing supplies, equipment, or materials; meefing financial reserve needs and
requirements; or obtaining funds for capital projects within existing service areas.”; and

WHEREAS, the Authority has adopted a policy of diversifying its supplies and m
furtherance of that policy is evaluating several poiential Authority programs fo augment and
enhance supplies from the Metropolitan Water Distriet, inchuding: local ocean water
desalination, regional water treatment, and water transfers in addition to the transfer from the
Imrpertal Irrigation District; and

WHEREAS, these potential new supply programs are incurring capital costs for research,
development and planning, the costs of which are appropniately recovered through the Customer
Service Charge subject to reimbursemnent from future revenues collected through the Supply
Charge if and when a new supply is approved and implemented; and '

WHEREAS, the Director of Finance has presented a report dated June 12, 2008 the
Administrative and Finance Committee describing the proposed rates and charges of be collected
from the member agencies (the "Report"); and

WHEREAS, the Administrative and Finance Committee recommended that the proposed
rates and charges set forth in the Report be considered by the Board along with public input; and

WHEREAS, the Clerk of the Board caused a notice to be published pursuant to Section
6066 of the Government Code in newspapers of general circulation printed and published within the
‘Water Authority which fixed Thursday, June 26, 2008 at 9:00 am. or as soon thereafter as may
practicably be heard, during the Admimstrative and Finance Committee meetmg, in the Board room
of the Water Authority, 4677 Overland Avenue, San Diege, Califomnia as the time and place for a
public hearing to consider objections and protests to the schedule of charges as proposed by
Resolution 2008-06; and

WHEREAS, the Board of Directors has considered the information coptained in the

' Report, the testimony and other evidence presented during the public hearing, the
reconunendations of the Admnistrative and Finance Committes; and
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WHEREAS the Board of Directors hereby makes the following Ieglslatlve findings amd

determmahons
1. The foregoing recitals are true and correct;
2. The rates and charges as proposed and recommended m the Report are exempt

from the requirements of the California Envirommental Quality Act pursuant to
Public Resources Code Section 21080(b)(8):
3. Any and all protests to the rates and charges as proposed and recommended in the
Report are overruled;
4, The Report ts approved; -
The rates and charges as proposed and recommended tn the Report are
reasonable, fair, proper and necessary to meet the Authority's revenue
requirements and fund its capital, operations, maintenance and other costs,

Lh

NOW, THEREFORE, the Board of Directors of the San Diego County Water Authority
does ordam as follows:

1. The Authority's revenues from taxes, water rates and charges consists of: ad
valorem property taxes, including payments of member agencies in lieu of tazes; a standby
availability charge levied pursuant to Seciion 5.2 of the County Water Authority Act, mcluding
pavments of such charges pursuant to Section 5.3 of the County Water Authority Act; an
infrastructure access charge levied pursuant to Section 5.00.050 () of the Administrative Code;
8 capacity charge levied pursuant to Section 5.9 of the County Water Authority Act and
established by Ordinance No. 97-1 in an amount as amended in accordance 1o Ordinance No.
2005-3; and water rates and charges having the following components as described in this
ordinance: custormer service, storage, transportation, treatment and supply.

2. Ad valorem taxes, the standby availability charge and the system and water
treatment capacity charges are not affected by this ordinance, All other water rates and charges
" shall continue to be paid pursuant to existing anthority until January 1, 2009, with the exception
of the Readiness-to-Serve Charge, which shall continue until July I, 2008.

3. Commencing Jamuary I, 2009, the amount of the infrastructure access charge to
be paid monthly by each member agency of the Authority, shall be $1.9¢ per equivalent meter
within the territory of the member agency and determined according to Table 1 attached hereto
and made a part hereof.

4, Effective January 1, 2009, the Customer Service Charge is fixed at $16,000,000.
Commencing JTanuary 1, 2009 the amount of the monthly Customer Service Charge to be paid by
each member agency shall be determined according to Tabie 2 attached hereto and made a part
hereof. -

5. Effective January 1, 2009, the Storage Charge 1s fixed at $23,000,000.
Commencing January 1, 2009 the amount of the monthly Storage Charge to be paid by each
member agency to the Authority for Storage as set forth in Table 3 attached hereto and made a
part hereof. '
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6. Effective January 1, 2009, the Transportation Rate is fixed at $64 per acre-foot of
water delivered by the Authority throngh Anthority facilities. Effective January 1, 2009, the
Transportation Rate is fixed at $64 per acre-foot of water delivered by the Authority through
Authortty facilities. Member agencies shall pay the Transportation Rate in accordance with the
procedures and processes of the Administrative Code relating to billing and payment of the
Municipal and Industrial Water Rate.

7. Effective January 1, 2009 the Melded Municipal and Industrial Treatment Rate
shall be set at $168 per acre-foot.

. 8. (a) Each member agency shall reimburse the Authority on a per-acre foot of water
- delivered basis, except as otherwise provided in subdivisions (b) and (¢), for rates, fees and

charges of the Metropolitan Water District of Southern California, the Imperial Irrigation
District, or other sources of supply that may become available fo the Authority. It is the intent of
the Authority to charge the melded rave for supply representing the cost of wafer to the Authority
for the appropriate class of service. Effeciive January 1, 2009, the Melded Untreated Municipal
and Industiial Supply Rate shall be set at $463 per acre-foot to reflect the cost of the supply of
untreated municipal and industrial water to the Water Authority.

(b) Effective Jamuary 1, 2009 as part of the Supply Charge, each member agency
“shall pay to the Authority a MWD Capacity Charge determined according to the method as set
forth in the to Table 4 attached hereto and made a part hereof.

(¢} Effective July 1, 2008 as part of the Supply Charge, each member agency shall -
pay a MWD Readiness-to-Serve Charge determmed ACCOT dmg to Table 5 attached hereto and
made a part hereof.

(d) This section shall be administered in accordance with the Report approved by
this ordinance. '

9. For the purposes of this ordinance, mcluding the tables, the City of National City
and the South Bay Irrigation District are collectively referred to-as Sweetwater Authority. Any
reference in this ordinance to Sweetwater Authority as 2 member agency shall be construed as a
reference to the City of National City and the Sowuth Bay Irrigation District.

10.  This ordinance shall be effective upon adoption. In hieu of publicatioﬁ of the text
of this o1dmance the Clerk of the Board may pubhsh a sununary prepared by the General
Counsel.

11. The provisions of this ordinance shall prevail over any provisions of the
Administrative Code relating to rates and charges to the extent of any conflict. All existing rates
and charges shall contimse in effect until superceded on July 1, 2008 for fiscal year charges, or
Janvary 1, 2009 for calendar vear charges as provided i this ordinance,

12, To the greatest extent possible the provisions of this ordmance shall be construed
to be compatible with the provisions of Section 8.2 (€) of the Agreement Between the San Diego
County Water Authority and the City of San Diego for the Emergency Storage Project (Joint Use
of Lake Hodges [yam and Reservoir and of Section 8.2 (¢) of the Agreement Between the San
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Diego County Water Authority and the City of San Diego for the Emergency Storage Project
(Expansion of San Vicente Reservoir; however, the contract provisions shall control in the event
of a conflict).

13. For the putposes of Section 6 of this ordinance, water delivered by the Aufhority
through the following tumouts 15 deemed not to be “water delivered by the Authority through
Authority facilities” - DeLuz 1, Fallbrook 3, Fallbrook 6, Rainbow 1, Rainbow 8, Rainbow 9
and Rainbow 10. :

PASSED, APPROVED AND ADOPTED, this 26th day of June, 2008

AYES: Unless noted below all Directors present voted aye.

NOES:

ABSTAIN:

ABSENT:

Fern M. Steiner,
Chair
ATTEST: -

Mark W. Watton,
Secretary

‘ 1, Doria F. Lore, Clerk of the Board of the San Diego County Water Authority, certify that
the vote shown above is correct and this Resolution No. 2008- was duly adopted af the
meeting of the Board of Directors on the date stated above.

Doria F. Lore
Clerk of the Board -
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Table 1 - Infrastructure Access Charge Aliocation

IAC Equivalent

Rate CY09 Annual

: ters (ME) as of '
Member Agency Me: e::f; 1,0}7135 o (S/ME) Charge Monthly Charge
[Cansbad: AT e

De! Mar Clty of

[ et s

Sana Dlego Clty of
g ;

—

Santa Fe l D

R e pem ey

A T o L2,

Valiecitos W. D
i T

Vaiiey-Center Ay

20, 583 81215

Totais

802,790°

1,748, 301

*Equivalent meters rounded to nearest whole meter; annual and monthly charges rounded to nearest dollar.
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Table 2 - Customer Service Charge Allocation

3-Year Average

09 arge
Deliveries (AF)' CY09 Anmwal Charg

~ Member Agency

Carshad MWD ET
Del Mar, City of

WMonthly Charge

Totals

1,333,333

Three-year rofling average of firm and agricultursl MWD deliveries based on FY05-F Y07 period. Rounded to neerest

acre-foot. Annue! end monthly charges are rounded to nearest dollar.
2L akeside W.D. is aliocated 22.82% of Padre Dam #M.W.D's deliverias prior to January 2008. Lakeside W.D's defiveries

after January 2008 are being metered seperately from Padre Dam MW .D's deliveries.
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Table 3 - Emergency Storage Charge Allocation

3-Year Average

Deliveries ( AF)1 CYD9 Annual Charge

Member Agency Monthly Charge

L iﬁﬂﬁw‘:ﬁ P
Del Mar Crty of

b are S

_ Lakeside W Dl2
ﬁ@eamg,ﬁde ﬁ‘ﬁ‘@ﬂf

Erripzesatin

Qiiverttain MW.D.

Mmm.. éﬁ”ﬁﬁﬁ

wm wmmm

- |Padre Dam MW.D.°

San DI&QO Clty of
SERDieouHo D )
Santa Fe |.D,
oy "ﬂw-e-w@w"”"‘ L

Swesivaters 1:ﬂ:}'ar::ntyﬁg:=
Vallecncsw D .

23,000, ocoj 5 1,916,667

512,189 1 §

“Fhree-year rolling avarage of firm, non-agricultural MWD deliveries based on FY0S-FYG7 period, Rounded fo the nearest
acre-foct, Annuel and monthly charges are rounded to nearest dolar,

3 akeside WD. is allocated 23.94% of Padre Dam M.W.D's daliveries prior to Jenuary 2008. Lakeside W.['s deliveries
after January 2008 are being metared seperatsly from Padre Dam M.W.D's deliverias.
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Tabie 4 - Calendar Year 2008 MWD Capacity Charge Allocation

(C-apaciiy Reservation Charge)

Coincident Peak Waek Deliveries (AF)’

Maxﬁber Agency

amora0z | srarzooa | o200 | 7rierzo0e

&r12007

B-year
average
share®

CY2009 Charge

BEH’)I 80[}

Charge Is aliocated based on a five-year roliing average of member agency deiivenes during replonal peek weeks. Annual cnarges are roumted

to the hearest doliar,

* | akesite Water District's proportional share of annuat peak week deliveries is based on actual meter delivery records provided by Padre Dam M.W.D.
* Percentages shown are rounged.
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Tabie § - Readiness-to-Serve Charge Altocation

_Msmber Agency

10-Year Averape
Delveries (AF)'

FY09 RTS
Charge?

Nat Stand-By

Charge Credits®

FY09 RTS Net
Charge

Monthly Charge

1D-year mlilng average of flrm MWD delwerres based on FYQS-FYD? periud and rounded to nearest acre-foat. Annual and monthty -
are rounded to nearest dollar,
*Effective date is July 1, 2008.
3Net of 12,715 /463 in standby-charge credits and $50, 4!-]2 in MWD administrative fees
“Lakeside W.0. is allocated 23 83% of Padre Dam M.W.D's defiveries prior to January 2008. Lakeside W.LV's deliveries after January 2008
are being metered saperately from Padre Dam M.W.D's delfiveries.
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ORDINANCE NO. 2008-

ORDINANCE OF THE BOARD OF DIRECTORS OF THE SAN DIEGO
COUNTY WATER AUTHORITY FIXING A WATER STANDBY
AVAILABILITY CHARGE ON LAND WITHIN THE BOUNDARIES OF
THE WATER AUTHORITY FOR FISCAL YEAR 2008-09 AT THE
CURRENT AMOUNT OF $10 PER ACRE OR PARCEL LESS THAN AN
ACRE '

WHEREAS, pursuant to Section 5.2 of the County Water Authonify Act (Stats. 1943, ¢. 545)
and Article 23 of the Water Authority's Administrative Code, on May 23, 2001 the Water Authority
adopted Resolution No. 2002-06 setting forth the schedule of a Water Standby Availability Charge
proposed to be established by ordinance on land within the boundaries of the Water Authority for
fiscal year 2001-02; and

WHEREAS, the Clerk of the Board caused a notice to be published plusuant to Section 6066
of the Govemnment Code m newspapers of general circulation printed and-published within the
Water Authonty which fixed Thursday, June 26, 2008 af 9:00 am. or as soon thereafter as may

' practicably be heard, during the Administrative and Finance Cormmittee meefing, in the Board room
of the Water Authority, 4677 Overland Avenue, San Diego, California as the time and place for a
public hearing to consider objections and protests to the schedule of charges as proposed by
Resolution 2008-06; and

WHEREAS, the Water Authority has constdered any and all objections or protests received
at or before the public hearing along with the recommendation of the Administrative and Finance
Comumittee, and has overruled all such objections and protests, if any; and

WHEREAS, the Water Standby Availability Charge as proposed by Resolution 2008-06 is
necessary to provide revenues for fimding capital facilities and rmprovemeﬂts beneﬁtmq property
within the temtory of the Water Authority; and

WHEREAS, the Lon_ Range Financing Plan adopted by the Board of Directors considers
the use of the Waier Standby Availability Charge as a necessary means of assisting to provide a
revenue source to help fumd cash and debt service requirements fo pay the cost of capital
Improvements necessary to continue mesting the supplemental water needs of the Water Authority’s
member agencies; and :

WHEREAS, the Board of Directors has determined, adoption of standby charges is not
subject to CEQA puwsuant to Section 15378(b)(5) of the State CEQA Guidelines regarding the
creation of govermment funding mechanisms that do not involve any commitment to any specific
project that may have potentially significant physical impacts on the environment. Awy project
proposed to be funded by this charge will have gppropriate CEQA documentation completed prior to
mitiation of any activities, which could result in physical impects on the environment; and
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WHEREAS, it is considered fair, reasonable, proper and necessary that the Water Standby
Availability Charge be adopted as proposed; and ‘

WHEREAS, the Water Standby Availability Charge adopted by this ordinance is a
continuation of the standby availability charge in the amount ﬁxed and levied prior to November 6,
1996 and annually each year thereafter; and

WHEREAS, the Board of Directors has previously considered evidence regarding the
adminstrative cost of processing apphcations for deferral of the Water Standby Availability Charge.

NOW, THEREFORE, the Board of Directors of the San Diego County Water A.uﬂlonty does
ordain as follows:

~ Sectien 1. Recitals Congfifute Findings.

The foregomng recitals are true and correct and shall constitute legislative findings by this
Board. '

Section 2. Schedule of Charees.

There is hereby fixed a Water Standby Availability Charge of ten dollars (§10) per acre of
fand withm the Water Authonity or ten dollars ($10) for a parcel less than one acre.

Section 3. Charee Applicable to Each Parcel of Land.

The Water Standby Availability Charge shall be applicable to.each parcel of land as
established by and according to the records of the County Assessor of San Diego County. The
charge for each parcel which mclades more than one acre shall be determined by multiplying the
total number of acres in said parcel by ten dollars ($10).

Section 4. Definttion.

The term "each parcel of land", as used m Section 3, shall mean-each parcel of land assigned
a parcel number by the San Diego County Assessor, including those with both 8-diZit and 10-digit
numbers, except (i) all numbered parcels meluded m Assessor Map Book 760 (identified as
Possessory Imterests) and Assessor Map books 770 through 779 (identified as Mobile Homes
Located on Rented or Leased Lands), and, (u) all mmabered parcels mcluded in Assessor Land Use
Code designations where the second and third digit nurnbers are 90 and 91 (identified as Lands
Owned by Public Entities Outside the Corporate Boundaries of the Public Owner). Numbered
parcels in Assessor Land Use Code designations where the second and third digits are 07 (identified
as Time-Share Interests) shall each-be charged an equal pro-rata share of the amount that would have
been charged to the 8-digit parcel number of which it 1s a paxt.
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Section 5.

A,
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Deferyal of Charge.

Application for Deferred Charge

1. Purpose - Situations may arise when, due to special circumstances applicable
to the owner’s parcel of land, an owner has no present or fiture mtention to utilize,
with respect to the parcel, water provided by the Water Authority, 2 member agency,
sub-agency or agent on a parcel of land as defined in Section 4. The purpose of this
section is to pennit an evaluation by the Water Authority, on a case-by-case basis, of
the circumstances pertaining to such situations to determine whether a deferral of
charges should be approved according to the tenins and conditions herem provided.

2. Application - Any owner of a parcel of land who believes that payment of

- the Water Standby Availability Charge fixed against such parcel should be deferred

may file an apphcatxon with the Water Aulthonty for deferral of the charge, as
follows:

a) The application shall include a statement describing the
circumstances and factual elements supporting the request for deferral.

b)  The General Manager shall consider the request within sixty (60)
days after the filmg of a completed application. If the application for
deferral meets the estasbhished criteria; the General Manager may decide
whether to approve the request and order the charge deferred accordingly. If
the request is denied, the applicant shall be nofified in writing stating the
reasons for the denial.

3. Appeal to Board of Directors - If the General Manager denies a request, the
owner may file an appeal with the Board of Directors within sixty (60) days after
such denial. No new application for deferral need be considered by the General
Manager until expiration of twelve (12) months from the date of a demal unless
differently directed by the Board of Directors.

Deferred Charges on Restricted Parcels.

1. Criteria - the levy of the charge may be deferred annually as to any parcel of

- land fhat meets each of the followmg criteria:

a) The owner of such parce] makes an application requesting deferral of A
the charge as defmed 1 Subsection 5.A 2. :

b) The parcel that is the subject of the request will become subject to
enforceabile restrictions which prolibit the use of water on the parcel, except
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by means of natural precipitation or nmoff, provided, however, if considered
appropuiate by the General Mauager, local water may be used- for lmmited
domestic, stock watering and irrigation uses.

c)  The owner executes an agreement, approved by the General Counsel
and exeated by the General Manager on behalf of the Water Authonity that:

€3] establishes enforceable restrictions pertinent fo the subject
parcel consistent with this ordmance and binding upon. the owner
and the owner’s successors m inierest;

(1}  esiablishes the obligation of the owmer or the owner's
successors in interest to pay, upon termmnation of the agreement, all
deferred Water Standby Availability Charges, plus interest therson,
compounded annually, and accriing at the legal rate from the date
such charges would have been otherwise due and payable;

(i)  establishes the duration of the deferral;

(tv)  shall be recorded in the official records of the C ouuty
Recorder.

2. Administrative Fee - an apphication for deferral shall not be deemed

"complete and shall not be processed unless the applicant pays an administrative fee

of $500.00. A request for termination of a deferral agreement shall not be processed
unless the applicant pays an administrative fee of $500.00. The General Manager
may waive the administrative fee for an application for deferral under the following
circumstances; 1) if the purpose of the deferral is to permit or accommodate the
conveyance of the parcel, or an inferest therein, to a public agency or other entity for
the purposes of establishing a permanent open space or habitat conservation area; 2)
if fhe agreement for a single parcel deferral is not recorded in the official records of
the County Recorder within 90 days of receipt of a complete application; and 3) if
the agreement for a multiple parcel deferral is not recorded in the official records of
the County Recorder within 120 days of receiptof a complete application.

Parcels Included in a Government Pfeséwaﬁon Program.

The General Manager may amend or ierminate an exisﬁng Water  Standby

Availability Charge Deferral Agreement, and/or execute a substitute agregment, if deemed
necessary for inclusion of a parcel in 8 government program for the preservation of habitat

and/or species.
D. Refunds.
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1. If a request for deferral of charges 15 granted, the deferral shall become
effective at the beginning of the fiscal vear i which a completed application is
received by the Water Authority, provided the completed application was received
by May 1. If the completed application is recerved after May 1, the deferral, if

A
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granted, shall become effective at the beginning of the next fiscal year. The Water
Authonty shall refund standby charges pmd by the applicant for any period after the
effective date of the deferral.

2. If it 15 defermined that a refind of any previously fixed Water Standby
Availability Charge is appropriate because the subject parcel qualifies for deferral of
charges, the amount refunded shall be added to the amount of deferred charees due
under Subsection 5B.1(c)(ii) and will be subject to thé legal interest rate
compounded annually,

E. Enforcement Procedures.

In order to ensure that terms and conditions of the deferral agreement are being met,
the General Manager sha!l

L. maintain & record of all parcels approved for deferral of the Water Standby
Availability Charge;

2. make a written report to the Board of Directors in August of each calendar
year showing all parcels with deferred annual Water Standby Availability Charges
and the amount of the deferred charges and accrued inferest;

3. cause each such parcel to be physically inspected every three years from the
date of deferment;
4. give written notice to each member agency and sub-agency as to each parcel

of land within such anency,

5. report to the Board of Directors any mstances where the terms of the
agreement are being violated,;

6. take such other actions or procedures considered appropriate.

Section 6. Implementation.

The General Manager 1s instructed to develop procedures which will, as
expeditiously as practical, implement actions necessary so that coumty officers will only
collect the Water Standby Availability Charge from each parcel of land as defined
Sections 3 and 4 hereof If a Water Standby Availability Charge is improperly billed or
collected, the General Manager shall take appropriate steps to cause a refund to be made in

the amount impropetly charged or collected.

Notwithstanding either {a) the provisioﬁs of any deferral agreement recorded priar to
the date of this ordinance, or (b) the provisions of any prior ordinance relating to Water
Standby Availability Charges, no waiting period for use of water following termination of a
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deferral agreement and no surcharpe shall be collected for any deferral apreement
terpinated after the effective date of tlus ordinance; instead the provisions of this ordinance
shall apply to the termination of any deferral agreement effective as of the effective date of
this ordinance.

Section 7. = Refund of Charges,

The Water Authority reserves the right, upon receipt of a written request, to make
refunds of charges collected and paid to the Water Authority by the San Diego County Tax
Collector or other county official if a charge was levied on land which was not within the
boundaries of the Water Authority at the time the charge was fixed, if the land was detached
from the Water Authority prior 1o the end of the calendar year immediately following the
calendar year within which the charge was fixed, or if a charge was fixed, levied, or
collected without legal right. If a refund is authorized by the Board of the Water Authority,
it shall be made fo the person who paid the charge or to his/her assignee,

Section 8. Description of Land Parcels,

The Director of Finance shall finnish to the Board of Supervisors and the County
Anditor of San Diego County schedules and mformation which contain a description of each
parcel of land within the Water Authority upon which a Water Standby Availability Charge
18 to be levied and collected for the 2008-09 fiscal year, together with the amount of the
availability charge fixed by the Water Aufhority on each parcel of land which 1s to be added
to the assessment roll.

Section 9. Direction to Board of Supervisors.

Pursuant to Section 5.2(e) of the County Water Authority Act, the Board of
Supervisors of San Diego County s hereby directed to levy, in addivon fo other taxes
levied, the Water Standby Availability Charge in the amounts for the respeciive parcels as
fixed by this ordinance.

Section 10. - Collection and Payvment.
Pursuant to Section 5.2(f) of the Cdtmty Water Authority Act, all comnty officers

charged with duties of collecting taxes shall collect the Water Authority's charges and pay
the same fo the Water Authority after deducting reasonable administrative costs incurred in

levying and collecting the Water Standby Avattability Charge.

Section 11. Transmitial.

The Clerk of the Board 1s authorized and directed to transmit forthwith a certified
copy of this ordimance to the presiding officer of the govering body of each pubh'c member
agency and, also, to the presiding officer of the Board of Supervisors and ~ the County
Audifor of San Diego County.
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PASSED, APPROVED AND ADOPTED, this 26th day of June, 2008
AYES: " Unless noted below all Directors present voted aye.
NOES:
AB EﬁAIN:

ABSENT:

Fern M. Steiner,
Chair
ATTEST:

Mark W. Watton,
Secretary

L, Doria F. Lore, Clerk of the Board of the San Diego County Water Authority, certify
that the vote shown above is correct and this Resolution No. 2008- was duly adopted at
the meeting of the Board of Directors on the date stated above.

Dorta F. Lore
- Clerk of the Board
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THE Crry oF SaN DIEGo

July 11, 2008

Jim Barrett
Director of Public Utilities
City of San Diego

Subject: Agreed-Upon Procedures Review of the Increase in San Diego Water
Rates Pursuant to the San Diego County Water Authority Water Rate
increases ‘

We performed the agreed-upon procedures review requested by the Water Department
related to the proposed increase in water rates for San Diego rate payers, pursuant to
San Diego County Water Authority rate increases, effective January 1, 2009. In
summary, the procedures we agreed to perform related to verifying the mathematical
accuracy of the proposed rate increases calculated by the Water Department.

We conducted our work in accordance with Generally Accepted Auditing Standards.
These standards provide guidance on performing and reporting on the results of
agreed-upon procedures. By specifying the procedures we agreed to perform, the
Water Department is responsible for ensuring that the procedures are sufficient to meet
their purposes, and we make no representation in that respect. Our review is intended
solely for the information and use of the management of the City and is not intended to
be and should not be used by anyone other than these specified parties.

We were not requested to, and did not conduct an audit of the water rate setting
process which would have entailed additional procedures. Such additional procedures
may have identified other matters, if they existed, that would have been reported to you.
We initiated our agreed-upon procedures on June 26, 2008, and compieted our work on
July 10, 2008.

OFFICE OF THE CITY AUDITOR
1010 SECOND AVENUE, SUITE 1400 « SAN DIEGO, CA 52101
PHONE 619 533-3026, FAX 6§19 533-3036
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Jim Barrett
Page 2 of 2

The agreed-upon procedures and the resuits of our work in the report attached were
provided in draft to the Water Department for review and comments and they concurred
with its contents. Key contributors to this report were Kyle Elser, Judy Zellers, and
Farhat Popal. Please contact me if you have any questions.

Sincerely,

Eduardo Luha
City Auditor

cc:  Jay M. Goldstone, Chief Executive Officer
Alex Ruiz, Assistant Director, Water Department
Rod Greek, Deputy Director, Water Department



009311

Water Department Agreed-Upon Procedures Review Report

Background

The City of San Diego purchases water from the San Diego County Water Authority
(SDCWA). On June 26, 2008, the Board of Directors of the SDCWA authorized an
increase in the cost of water purchased from SDCWA, effective January 1, 2009.
Therefore, the Water Department has proposed an increase to the rates paid by the City
of San Diego customers. Prior to increasing rates, a Proposmon 218 public notice to
rate payers is required.

The Water Department prepared a calculation of the increased rates which are to be
revenue neutral to the City. They provided us with the calculations, which will be
included in the public notice, and requested that we perform agreed-upon procedures
on their calculations. Their calculations included the foliowing:
+ The increase in base rates per meter, based on water meter sizes
¢ The increase in costs to purchase water from the SDCWA, based on SDCWA
rate changes and estimated water purchases
» The increased revenue from San Diego rate payers necessary to offset the
purchase costs based on estimated water sales
* The allocation of the increased revenues o customers, based on water usage

Agreed-Upon Procedures and Results

1. Trace the January 1, 2009 water purchase costs to the SDCWA ordinance.

Result, We traced the rates effective as of January 1, 2009 from the SDCWA
ordinance to the rates used by the Water Department in their calculations. Payments to
the SDCWA for in fieu taxes are based on budgeted estimates and are the responsibility
of the Water Department. As such, we did not confirm the calculation of these .
estimates. The rates established by the SDCWA agreed to the rates used in the Water
Department calculations.

2. Verify the prior year purchase costs used to calculate the change in costs between
the calendar year 2008 rates and 2009.

Result: We verified the SDCWA rates, effective January 1, 2008, based on the prior
year SDCWA ordinance. Payments to the SDCWA for in lieu taxes were traced to the
prior year estimate. The prior year SDCWA rates agreed to the rates used in the Water
Department calculations.
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Water Department Agreed-Upon Procedures Review Report
Page Zof 2

3. Verify the mathematical accuracy of the Water Department calculations of projected
increases in water purchase costs and the revenues required o offset the purchases
for calendar year 2009.

Resuit: The change in SDCWA rates between January 1, 2008 and January 1, 2009
were mathematically accurate.

The projected total increases in water purchase costs and the revenues required to
offset the purchases far calendar year 2009 are based on estimates of acre feet of
water purchased and sold, which may vary depending on usage. The confirmation of
estimates was outside of the scope of our agreed-upon procedures and-is the
responsibility of the Water Department.

Based on Water department estimates, we verified the mathematical accuracy of the
projected costs and revenues.

4. Verify the allocation of rate increases to rate payers.

Resuit: There are two components to the water rate; a base rate based on meter size
and a commodity rate based on usage. Base rate increased a flat amount per meter
size (equivalent dwelling unit). We verified the accuracy of the flat fee increase based
on meter size. The Water Department calculated the percentage required increase in
revenues due to the SDCWA rate increases and increased each rate payer's usage rate
by this percentage. We verified the mathematical accuracy of the percentage increase
in rates and traced the resuliing rates to the Proposition 218 Notice provided by staff.



O 0 ﬂ 3 1 3 1. CERTIFICATE NUMBER 2057 B
FWUIO L REQUEST FOR COUNCIL ACTION {FOR AUDITOR'SUSEC 15 /9 g
CITY OF SAN DIEGO
100 2. FROM {ORIGINATING DEPARTMENT): 3. DATE:
CITY ATTORNEY Water Department 07/15/2008

4. SUBJECT; .

PRQPOSITION 218 NOTICING FOR PROPOSED WATER RATE INCREASE TO MEET NEW RATES CHARGED BY THE

SAN DIEGO COUNTY WATER AUTHORITY

5. PRIMARY CONTACT (NAME, PHONE, & MAIL STA.) 6. SECONDARY CONTAGT (NAME, PHONE, & MAIL, STA.) |7. CHECK BOX IF REPORT TQ COUNCIL IS ATTACHED
Rod Greek, 619-533-5407, MS 904 Sam Gray, 619-533-4157, MS 910 B4
8.COMPLETE FOR ACCOUNTING PURPOSES
FUND 41500 9, ADDITIONAL INFORMATION / ESTIMATED COST:
DEPT. 760 See attached Report to the City Council
ORGANIZATION 212
OBJECT ACCOUNT 4351
JOB ORDER 76212
C.4.P. NUMBER N/A
AMOUNT $230,000
10. ROUTING AND APPROVALS .
ROUTE APPROVING DATE ROUTE APPROVING DATE
) AUTHORITY APPROVAL SP})MTURE SIGNED (# AUTHORITY APPROVAL SIGNATURE SIGNED

1 |oriG.DEPT ALY |L:) {%P" 7/“4’/&7‘ 8 [DEPUTY CHIEF »\ “‘www\ %‘7/68
1 |EAS C»A\?;Q]? 4/, 65%&{4_- ‘II/ / (.2/&5» s (.00 { 7 B )

3 10 [CITY ATTORNEY h

+  |pocker LiasoN R ;(,Ay 17 “0{ (E 11 ORIG. DEPT y ~ J( -7/6}27
5 |CFOMFM . 2 [u,{q/i(éfj/ / "‘[! { b/@f . DOCKET COORD: _L)_ COUNGIL @on —__I

6 | CF.O/AUDITOR /%/ WK,—?A i [ // ngg:é‘é'; [0 sroB  [] CcONSENT ¥~ apopTiON

; '_/ “ // [ , < [J ReFer To: COUNCIL DATE:_| f ?/g‘i b

4
11, PREPARATION OF: B RESOLUTIONS [J ORDINANCE(S) [T AGREEMENT(S}) [J DEED(S)

1. AUTHORIZE PROPOSITICN 218 NOTICING OF PROPOSED WATER RATE ADJUSTMENTS RELATED TO THE INCREASE IN THE WHOLESALE
COST OF WATER PURCHASED BY THE CITY FROM THE SAN DIEGO COUNTY WATER AUTHORITY (CWA).

2. SET APUBLIC HEARING DATE FOR SEPTEMBER 22, 2008 FOR CITY COUNCIL TO CONSIDER THE PROPOSED WATER RATE INCREASE.

114 STAFF RECOMMENDATIONS:
Adopt the Resojution

12. SPECIAL CONDITIONS (REFER TO A.R. 3.20 FOR INFORMATION ON COMPLETING THtS SECTION.)
COUNCIL DISTRICT(S): All

COMMUNITY AREA(S): All

ENVIRONMENTAL IMPACT:  This activity is not subject to the California Environmental Quality Act pursuant to CEQA Guidelines
section 15060(c)(3) because this activity is an organizational or administrative activity of a government that will not result in direct or indirect
physical changes in the environment.

ATTACHMENTS: 1. Proposition 218 Noticing of Proposed Water Rate Increase
) 2. San Diego County Water Authority Report, dated June 18, 2008
3. City Auditor Review of the Increase in San Diego Water Rates

CITY CLERK INSTRUCTIONS:  Please return one copy-of the executed Council Action and a copy of the resolutions to Chris Ojeda,
(619) 533-4215, MS910
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REPORT TO THE CITY COUNCIL
EXECUTIVE SUMMARY

DATE ISSUED: July 15, 2008 REPORT NO.

ATTENTION: Council President and Members of the City Council, Council Meeting of
July 28, 2008

ORIGINATING DEPT.: ~ Water Department

SUBJECT: Proposition 218 Noticing for Proposed Water Rate Increase to meet
new rates charged by the San Diego County Water Authority

COUNCIL DISTRICTS:  All

STAFF CONTACT: Rod Greek (619) 533-5407
Sam Gray (619) 533-4157

REQUESTED ACTION: Authorize Proposition 218 Noticing of proposed water rate increase of
8.50% on the commodity fee charged per hundred cubic feet (HCF) of water usage for all customer
classes and a base fee increase of $0.20 per equivalent dwelling unit based upon meter size as related
to the increase in the wholesale cost of water purchased by the City from the San Diego County
Water Authority (CWA).

Set a public hearing date for a City Council vote on the proposed water rate increase for
September 22, 2008.

STAFF RECOMMENDATION: Adopt the resolution.

EXECUTIVE SUMMARY: On April 24, 2008, the CWA Board of Directors (“CWA Board”)
adopted the 2008 Long Range Financing Plan update, which included updates to CWA’s cost of
water, capital improvement program, and other economic assumptions which would affect water
purchase rates being charged to their participating agencies. On June 26, 2008, CWA staff made a
presentation to the CWA Board disclosing the need for a rate increase based on the additional
infrastructure, operations, maintenance, and water purchase costs. At that meeting the CWA Board
approved the rate increase recommendation. As a result, on January 1, 2009, CWA will be increasing
the rates for water purchases to all their participating agencies, including the City of San Diego.

CWA pass-through rate increases were not part of the City’s 4-year, 6.5% annual water rate increase
approved by the City Council as part of the Water Department’s 4-year capital improvement plan in
February 2007 (Report to the City Council No. 07-039). When the 4-year, 6.5% annual increases
were presented to the City Council, the Council was advised that the proposed rate increases did not
include any future CWA pass-through increases, as none were finalized or approved by the CWA
Board at the time. The Council was advised that it was the intent of the Water Department to request
authorization to notice any future pass-throughs, and to apply any appropriate rate increases as they
became approved by CWA.

On January 1, 2009, the City intends to increase the currently effective Water system rates and fees
across all customer classes in order to pass through the increased wholesale water purchase costs
from CWA. The commodity fee will increase by 8.50% per HCF of water usage for all customer
classes and the base fee will increase by $0.20 per equivalent dwelling unit, based upon meter size.
For the typical single family residence customer using 14 HCF per month, the fee increases due to
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the CW A pass-through costs will add approximately $3.31 to the monthly water bill. This will be a
6.26% increase in the current water bill.

Staff is recommcndiﬂg the adoption of the water rate increases in order to maintain cost/revenue
neutrality and to maintain consistency with the City’s 4-year water rate plan previously approved.
This recommendation is consistent with Municipal Code Section 67.0508. The rate increases are
subject to Proposition 218 noticing.

FISCAL CONSIDERATIONS:
Cost of noticing property owners of record and the Water Department’s customer base is
approximately $230,000. This cost will be assumed by the Water Department.

PREVIOUS COUNCIL COMMITTEE ACTION:
None.

COMMUNITY PARTICIPATION AND PUBLIC QUTREACH EFFORTS:
Proposition 218 notice will be issued upon approval of this action and will provide 45 days for
public review and outreach.

KEY STAKEHOLDERS & PROJECTED IMPACTS:

The Water Department’s customer base and property owners will receive notice that the City
Council will hold a public hearing on September 22, 2008 to consider adoption of the proposed
adjustments to the existing water fees and rates. This notice will also inform the customers how to
register a protest against these rate increases. If adopted, the adjusted fees and rates would become
effective January 1, 2009.

M«J@_ 1 fos Yw"ﬁ“\# _

Alex @12 ett

Assistant Water Departrnent Director D1rector of Public Utilities

7/&7/03
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RESOLUTION NUMBER R-

DATE OF FINAL PASSAGE

A RESOLUTION OF THE CITY COUNCIL AUTHORIZING
NOTICE OF PUBLIC HEARING ON PROPOSED
ADJUSTMENTS TO WATER RATES IN ACCORDANCE
WITH PROPOSITION 218; SETTING A DATE FOR THE
PUBLIC HEARING; AND RELATED ACTIONS.

WHEREAS, effective January 1, 2009, the San Diego County Water Authority [CWA]
will be increasing the rates to all their participating agencies, including the City of San Diego
[Caty], for water purchases; and

WHEREAS, the City Counctl of the City of San Diego has been asked to consider
adopting proposed water rate adjustments to base and commodity charges beginning on January
1, 2009 to increase the currently effective water system rates and fees proportionately across all
customer classes in order to pass through the increased wholesale water purchase costs from
CWA,; and

WHEREAS, City staff recently prepared a Report to City Council, a copy of which is on

" file with the City Clerk as Document No. RR- . , that describes in detai] the

basis and reasons for the proposed water rate adjustments; and

WHEREAS, the California Constitution, Article XIIID, section 6 [Proposition 218]
requires the City to hold a public hearing on any proposed new or increased water base or
commodity charge, and to mail written notice at least forty-five days prior to holding the public

hearing; NOW, THEREFORE,
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- BE IT RESOLVED, by the Council of the City of San Diego, as follows:
1. That the Report to City Council is received by the City Council and on file in the

office of the City Clerk as Document No. RR-

2. That the Mayor or his designees are authorized to notice a public hearing on
proposed water rate adjustments 1n accordance with the requirements of Proposition 218 and the

procedures previously adopted by the City Council in Resolution R-302245,

3. That the public hearing for the City Council to consider the proposed water rate
adjustments will be held during the regularly scheduled City Council Meeting of September 22,
2008, and will be conducted in accordance with Proposition 218 and the procedures previously

adopted by the City Council in Resolution R-302245,

4, That this activity 1s not subject to the California Environmental Quality Act
[CEQA] pursuant to CEQA Guidelines sections 15060(c)(3) and 15378(b)(5) because this
activity 1s an organizational or administrative activity of a government that will not result in

direct or indirect physical changes in the environment.

APPROVED.-MICHAEL J AGUIRRE, City Attorney

ond'C. Palmucci
Deputy City Attorney

RCP s
07/16/2008
Or.Dept: Water
R-2009-84
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I hereby certify that the foregoing Resolution was passed by the Council of the City of San
Diego, at this meeting of

ELIZABETH S. MALAND
City Clerk

By
Deputy City Clerk

Approved:

(date) JERRY SANDERS, Mayor

Vetoed:

(date) JERRY SANDERS, Mayor
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